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SENATE 

( Report 

2d Session j 


\ No. 1589 


RETIREMENT AND DISABILITY SYSTEM FOR CERTAIN 
EMPLOYEES OF THE CENTRAL INTELLIGENCE 

AGENCY 


September 21, 1994 — Ordered to be printed 

> “ 


Mr. Stennis, from the Committee on Armed Services, 
submitted the following 

REPORT 

[To accompany H.R. 8427] 

The Committee on Armed Services, to whom was referred the bill 
(H.R. 8427) to provide for the establishment and maintenance of a 
Central Intelligence Agency retirement and disability system for a 
limited number of employees, and for other purposes, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

Amendment 

The bill is amended by striking all after the enacting clause and 
substituting new language. 

The changes contained in the committee substitute version are 
explained in detail under the heading of this report entitled "Com- 
mittee Changes in House Bill.” Except for technical revisions, the 
effect of the committee changes is to conform the proposed retirement 
system more closely to civil service retirement provisions, rather than 
the provisions of the Foreign Service Act, with which the House 
version was paralleled. 

Purpose op the Bill 

The purpose of the proposed legislation is to provide an improved 
retirement system for certain employees of the Central Intelligence 
Agency. 
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2 RETIREMENT AND DISABILITY SYSTEM FOR CIA 

Need for the Legislation 

All employees of the Central Intelligence. Agency are now covered 
under the normal civil service provisions for retirement purposes. 

Normally, employees covered under the civil service retirement rules 
can contemplate active employment until age 62 when they are 
entitled to immediate retired pay, or may elect to voluntarily retire 
at age 55 with 30 years of service with a reduction of 5 percent in 
retired pay, or at age 60 with 30 years service with no reduction. 

With respect to Central Intelligence Agency employees engaged in 
conducting and supporting intelligence activities abroad, it has been 
the experience of the Agency that because of the conditions of serv- 
ice, not all of these employees can anticipate serving the period of 
time required in order to retire under the civil service retirement pro- 
visions. A special retirement system is therefore needed in order for 
some of these employees to retire at an earlier age and with a less 
severe financial penalty than the present civil service system imposes. 

The precedents for this type of legislation may be found in the pro- 
visions now' applicable to certain personnel of the Federal Bureau of 
Investigation and other Federal investigative and criminal detection 
activities, and the separate provisions now applicable to Foreign 
Service officers. The premise underlying this bill, as well as the 
foregoing provisions, is a need for encouraging and in some cases 
directing retirement at ages earlier than those contemplated by the 
normal civil service employee. 

The bill, in effect, will meet two objectives: (1) It will minimize 
the adverse effect of the early retirement on the individuals for whom 
the Agency is unable to provide full term careers, and (2) it will serve 
as a management tool for attracting high caliber personnel to meet 
the specialized needs of this program. The bill will offer a more 
liberal basis for retirement for those who will be separated before 
completing a normal full career of at least 30 years of service. 

Highlights of the Bill 

Limitation on number oj employees to be covered 

It should be emphasized that the legislation intends that only a 
limited number of the employees of the Central Intelligence Agency 
will be covered under the terms of this act. Only those employees 
g-p^-pil^-pL engaged in conducting and supporting intelligence activities abroad 
be covered. The bill implements this limitation in two ways: 

(1) The Director in designating the employees who would be 
covered under this system would designate only those whose 
duties are determined by him to be in support of Agency activities 
abroad hazardous to life or health, or so specialized because of 
security requirements as to be clearly distinguishable from normal 
Government employment. Only these persons hereafter referred 
to as participants would be entitled to the benefits of the system. 

(2) The bill in section 236 provides that not more than 400 
employees may be retired under the terms of this act between 
the date of enactment and June 30, 1969, and not more than 400 
between July 1, 1969, and June 30, 1974. This limitation 
applies to all forms of retirement except disability. 

With respect to the proportion of people within the Agency who 
may be covered at any one time under this system, the Agency 
estimates that approximately 30 percent of the total number of 
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STATINTL Agency employees would qualify for coverage under the proposed 
system. 

Within the limitations prescribed by the bdl the Director will 
lesignate those employees who will be covered under the system by 
virtue of their having initially mot the requirements for coverage. 

The Agency will review their records at intervals of not more than 5 
rears in order to determine if there should bo continued coverage for 
the individuals under the system. _ .... 

The bill, in order to provide a degree of protection for the individual 
involved, provides that any person who has at least 15 years with 
the Agency and whose career is adjudged by the Director at that 
time to be qualified for coverage under this. system may elect to 
remain under the system, and furthermore, his coverage under this 
retirement program will not be subject to further review by the 

I Director. 

Change in retirement computation 

The bill would provide that participants would have their retirement 
pay computed on the basis of 2 percent of the average salary of the 
highest. 5 consecutive years. This will be multiplied by the number of 
creditable years of service not to exceed 35 years. The maximum 
amount of retired pay, therefore, would be 70 percent of the highest 
5-year average. 

Under the normal civil service formula, the first 5-year period is 
based on 1% percent of the average of the highest salary for 5 con- 
secutive years; the next 5 years on 1 % percent of this average; with 
the remaining service over 10 years at 2 percent. Under civil service 
provisions, retired pay may not exceed 80 percent of the average on 
which retired pay is based. 

Voluntary retirement at age 50 without penalty 
The bill would permit participants beginning at age 50, upon 
I application and with the consent of the Director, to voluntarily 
Iretire if they have completed a total of 20 years of service, including at 
I least 10 years with the Central Int elligence Agency and a minimum 
of 5 years of qualifying service. Normally, it is expected that all 
creditable service would be in the nature of qualifying service. In 
certain cases, however, participants may have completed prior 
military service, or service in some other Government agency. Within 
the Agency, except for periods of rotation, most of the service would 
be of a qualifying nature; that is, duties involved in the conducting 
and supporting of intelligence activities abroad. 

The employees whose applications for voluntary retirement are 
approved would be retired without the financial penalty applicable to 
civil service retirement under age 60. All civil service retirements 
under age 60 incur a reduction in retired pay: 1 percent in retired pay 
for each year under age 60 to age 55; 2 percent in retired pay for each 
year below age 55. As an example, at age 50 retired pay would be 
reduced by 15 percent. 

With respect to the right to voluntarily submit a retirement applica- 
tion under the civil service system, voluntary retirement is possible 
only upon attainment of age 55 with 30 years of service. Retirement 
below age 55 is permitted only if the separation is involuntary.- 
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I Mandatory retirement at age 50 and above — no penalty 

The bill provides that the Director in his discretion may mandatorily 
retire participants who are at least 50 years of age and have completed 
the same service required for voluntary retirement; that is, 20 years 
of total service, of which 10 years must be with the Agency and 5 years 
must be qualifying. The participant would be retired on the same 
basis as those who voluntarily retire ; that is, their retired pay would be 
based on 2 percent of the average of the highest salary for 5 consecutive 
years, multiplied by the years of creditable service not to exceed 35 
years. 

Mandatory retirement jor those with at least 25 years oj service 

The bill provides that the Director may involuntarily retire in his 
discretion participants who have completed a total of 25 years of 
service without regard to age, provided the person lias completed at 
least 10 years of service with the Agency, of which at least 5 years are 
qualifying service. The retired pay of the participant would' be with- 
out penalty and would be based on 2 percent ol the average salary of 
the highest 5 consecutive years. 

Mandatory retirement based on age 

) The bill provides that any participant will be mandatorily retired, 
or separated, as the case may bo, upon reaching age 65, if he is in the 
grade of GS-18 or above. All participants below GS-18 would be 
retired or separated at age 60. In both categories the Director would 
have the authority to extend the service for a period not to exceed 5 
years. Retirement benefits for those retired under these provisions 
would be based on the 2-percent formula not to exceed 35 years of 
service. 

It might be noted that this authority is of limited significance, 
since Central Intelligence Agency employees do not enjoy the tenure 
of appointment of normal civil service employees. It does, however, 
specify an age at which they would be removed by law, unless the 
Director were either to mandatorily retire them before reaching t his 
age, or extend them under the discretionary authority beyond these 
particular ages. 

Disability retirement system 

The bill contains authority for those participants who become dis- 
abled or incapacitated to be retired under certain conditions. The 
provisions of the bill are similar to those authorized for disability 
retirements under the civil service system, with the exception that 
the retired pay of such a person would be based on the 2-percent 
formula of retired pay, rather than the civil service formula provid- 
ing for less than 2 percent for the first 10 years of creditable service. 

Under both systems, that provided in this bill and the civil service 
system, a person retired for physical disability is guaranteed, at age 40 
j or below, a minimum of 40 percent of the average salary for his highest 

5 years, with additional pay being based on such creditable service as 
earned by the individual. If a person is past age 40, constructive 
service of 20 years is authorized, but in no case will it exceed the 
difference between the participant’s actual age and age 60. 
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Other Features op the Bill 

The bill contains a number of other features relating, among other 
things, to — 

(1) The establishment and administration of the retirement 
fund; 

(2) The matter of deferred annuities for the individual par- 
ticipant; 

(3) Annuities for widows and children; 

(4) The payment of interest by both the Government and 
individual where required by law; and 

(5) Provision for increases in retired pay subsequent to retire- 
ment where there have been increases in the cost of living. 

A detailed explanation of these changes is contained in that part 
of the report setting forth an analysis of each provision of the Dill. 

Cost Data 

With respect to the retirement and disability fund which is estab- 
lished in the bill, it is anticipated that over the next 4 % years, through 
June 30, 1969, the total expenditures from this retirement fund would 
be approximately $4 million, which, on an annual basis, would average 
about $900,000 per year. 

It should also be noted that in terms of additional costs, that is, 
the additional retirement cost which this bill causes, there will be 
expended an estimated $660,000 over the next 4%-year period, or 
about $132,000 on an annual basis. This additional cost is deter- 
mined by computing the excess of what this bill would cost as com- 
pared to the cost on the basis of expenditures of retiring the persons 
involved under the normal civil service rules. 

Manner in Which the Proposed System Will Be Adminstered 

The Agency has indicated that the following policies will be observed 
in the administration of the retirement program. 

The only employees who will be covered under the terms of this 
bill will be those who are engaged in conducting and supporting 
intelligence activities abroad. It is estimated that not more thanSTATINTL 
30 percent of the Agency’s employees will be designated as participants.^B^^^s 

Administrative mechanism 

The Agency’s Director of Personnel will be responsible for the^^^^^H 
general administration of the retirement system. However, a Oentral^^^^^H 
Intelligence Agency Retirement Board of senior Agency officials will^^^^^H 
be appointed to assist and advise him in carrying out this^^^^^H 
responsibility. 

Agency employees will have the right to appeal determinations^^^^^B 
regarding their eligibility for coverage under the system and their^^^^^H 
entitlement to its benefits. Such appeals will be submitted in wrifing^^^^^^H 
to the Agency’s Inspector General who will make independent 
vestigation and recommendation to the Director of Central Intel-^^^^^^H 
ligence. 
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I Selection standards 

To qualify as a participant in this system, an employee must meet 
each of the following specific criteria: 

(a) He must be at least 25 years old and successfully complete a 
3-year probationary period in the Agency. 

(6) He must sign a written undertaking obligating him to serve 
anywhere and at any time according to the Agency’s needs. 

(c) He must be assigned to a career field which requires him to 
perform duties (1) in support of Agency activities abroad hazardous 
to life or health, or (2) so specialized because of security requirements 
as to be clearly distinguishable from normal Government employment. 

Id) He must when initially covered into the system already have 
actually performed qualifying duty as described in paragraph (c) 
above or be under official orders to do so. 

Initial designation of participants 

(a) Employees on duty at date of enactment. — The records of all 
career employees on duty and serving in a career field which would 
normally require the performance of qualifying duties as described 
above will be reviewed to determine in each case whether the selection 
standards are met. Only those employees who meet these criteria 
and who have actually performed substantial periods of qualifying- 
duty will be designated as participants. 

(6) After date of enactment. — Current employees not designated as 
participants and new employees will continue to be covered under 
the civil service retirement system. In the case of new employees or 
current employees who have not completed their probationary periods, 
their records and the plans for their future utilization and development 
will be reviewed when they have done so to determine whether they 
meet the selection standards. The records of those employees who 
are assigned to an appropriate career field but who have not been 
designated as participants will again be reviewed after a reasonable 
period of time to determine whether they then meet the selection 
standards. 

Periodic review of determination 

The eligibility of an employee to remain a participant in the system 
will be reviewed at intervals, no less often than 5 years, to determine 
that he still meets the criteria and that he is actually performing 
reasonable minimum periods of qualifying duty throughout his service. 

If such review shows that he no longer qualifies for coverage under 
the system, he will be transferred back to the civil service retirement 
system. When a participant has completed 15 years of Agency 
service and is determined at that time to continue to meet the criteria, 
lis record will not again be subject to such review. 

Committee Changes in House Bill 

The following is a summary of the changes made by the Senate 
Committee on Armed Services to the House version of the bill. The 
committee version — 

(1) Changes the date of the act from 1963 to 1964. 

(2) Inserted a definition not contained in the House version for the 
term “qualifying service,” which is defined as service performed as a 
participant in the system or, in the case of service prior to designation, 
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service determined by the Director to have been performed in carrying 
out duties described in section 203. 

(3) Amended the definition of “child” to include a full -time student 
up to age 21, as defined in the civil service provisions. 

(4) Inserted language to provide for a termination of widows’ 
annuities upon remarriage. 

(5) Increased the widows’ annuities from 50 to 55 percent of 
participant’s annuity, conforming with civil service provisions. 

(6) Conformed the reduction in the employee’s annuity for survivor 
benefits purposes to the civil service rules establishing a reduction of 

percent for the first $3,600 (rather than $2,400 as contained in the 
House bill) and 10 percent of the balance over $3,600. 

(7) Revised the disability retirement provisions so as to establish 
age 60 as the cutoff for constructive service credit, in conformance 
with the civil service provisions, thereby eliminating the House 
provision which permitted age 65 as the cutoff for constructive 
credit for grades GS 1 8 and above. 

(8) For the purpose of widows’ annuities based on death in service 
or on death of an annuitant receiving disability retired pay, adopted 
language which requires widows’ annuities to be computed only on 
the earned annuity of the participant, thereby eliminating the min- 
imum guaranteed constructive service of 20 years as provided in the 
House bill. 

_ (9) With respect to voluntary retirement, adopted language pro- 
viding that of the 20 required years, at least 10 must be with the 
Agency aud 5 years be within the term “qualifying service.” 

(10) With respect to deferred annuities, adopted language providing 
that the annuity would begin at age 62, rather than age 60 as provided 
in the House bill. Further language was inserted requiring at least 5 
years with the Agency, rather than 5 years of total creditable service in 
order to be eligible for a deferred annuity at age 62. 

(11) Deleted language providing' for a lump-sum payment for em- 
ployees separated in grade GS-13 and below under which such persons 
would have been entitled to receive 1 month ’s pay for each year of 
service to a maximum of 1 year’s pay for all past service. 

(12) Deleted language which would have permitted the Director to 
mandatorily retire participants in the grade of GS- 14 and above with 
10 years of service in the Agency, of which 5 years would be qualifying. 

(13) Adopted language authorizing the Director to mandatorily 
retire participants who either have completed 25 years of service or 
who have reached age 50 and have completed 20 years of service, all 
of whom must have also completed 10 years in the Agency and 5 years 
of qualifying service. 

(14) Adopted a provision not contained in the House bill establish- 
ing a limit of 400 on all retirements, except disability, during the period 
between the date of enactment of the act and ending June 30, 1969, 
and a limit of 400 during the period beginning July 1, 1969, and ending 
June 30, 1974. 

(15) Adopted language conforming to civil service rules relating to 
the payment of interest either by the participant or by the Agency as 
required by law. 

(16) With respect to the exclusion of crediting military service 
where there is entitlement to social security, adopted language con- 
forming to civil service provisions. 
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(17) Adopted language conforming to civil service rules for crediting 
a participant with service for .retirement purposes while on military 
leave. 

(18) Deleted language which would permit annuitants reemployed 
in the Federal service to retain so much of the Agency annuity in 
addition to the Federal salary as would not exceed his salary at the 
time of retirement. The effect of the deletion is to conform to the 
present civil service rule offsetting the retired pay where the person is 
reemployed in the Federal Government. 

(19) Adopted new language authorizing increases in the retired pay 
of annuitants based on the identical system now in effect for retired 
civil service employees providing for periodic increases in retired pay 
based on minimum 3 percent advances in the Consumer Price Index. 


STATINTL 



Sectional Analysis 
TITLE I— TITLE AND DEFINITIONS 
PART A TITLE 

Section 101. — -This section provides that the act may be cited as 
‘Central Intelligence Agency Retirement Act of 1964 for Certain 
Employees,” 

PART B DEFINITIONS 

Section 111. — This section contains three definitions which apply 
Whenever used in the act. The term “Agency” means the Central 
ntelligence Agency; the term “Director” means the Director of 
entral Intelligence; the term “qualifying service” means service 
l erformed as a participant in this retirement system. In the case of 
service performed prior to designation as a participant, this term 
efers to service performed in carrying out duties performed in the past 
liich would have been covered had the act been in effect at that time. 

ITLE II— THE CENTRAL INTELLIGENCE AGENCY RETIREMENT 
AND DISABILITY SYSTEM 

PART A ESTABLISHMENT OF SYSTEM 

Ivies and regulations 

Section 201 (a) . Authority of Director to prescribe rules and regulations 
'or the Retirement System. — This subsection authorizes the Director to 
'rescribe rules and regulations for the maintenance of the retirement 
:ystem which will apply to a limited number of employees. It is 
’urther provided that those miles and regulations will become effective 
fter approval by the Chairman and ranking minority members of the 
“ommittees on Armed Services of the House of Representatives and 
he Senate. 

Section 201(b). Administration of system.. — This subsection provides 
hat the Director shall administer the system in accordance with such 
ules and regulations and with the principles established by this act. 
Section 201(c). Determinations by Director final and conclusive .— 
his subsection provides that any determinations authorized by this 
|act will be final and conclusive ana not subject to review by any court. 
This authority is contained in the bill because of the security classifica- 
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tion of foreign intelligence activities of the United States and of the 
information concerning the service of Agency employees. The facts 
pertinent to these determinations would ordinarily be of such a nature 
that they could not be publicly disclosed. Legislative precedent for 
this provision is contained in tne Civil Service Retirement Act which 
provides in section 16(c) that determinations by the Commission of 
questions of dependency and disability under that act are not review- 
able. Other precedents are contained in the Atomic Energy Act winch 
provides that where restricted data are involved determinations of the QTATIMTI 
Commission will not be subject to judicial review and m the Foreign 
Claims Settlement Act of 1949. (See 42 U.S.C. 2231 and 22 U.S.C. 

1623(h).) , , , , 

Section 202. Establishment and maintenance of fund. — This section 
provides that a fund will be created for the now retirement system 
and it shall bo maintained by the Director. It should also be observed 
that section 261 of the bill provides for estimates for annual appropri- 
ations for the fund and, in addition, requires actuarial evaluations 
of the fund at intervals of 5 years, and more often if deemed necessary 
by the Director. Moreover, in section 262, authority is provided 
1 whereby the Director, with the approval of the Secretary of the 

Treasury, may invest portions of the fund in interest-bearing securi- 
ties of the United States. . . , x , , • i . • 

Section 208. Participants— This section sets forth the legislative 
standards for determining the employees of the Central Intelligence 
Agency who would be participants in the retirement system author- 
ized by the bill. This legislation is intended to cover only a limited 
number of the Agency employees. The determination as to which 
employees would participate in this system would be made only by the 
Director. In order for the Director to designate an employee a par- 
ticipant in the system, the employee must be involved in Agency 
duties abroad hazardous to life or health, or be involved m specialized 
duties which because of security requirements are clearly distingmsh-P 
able from normal Government employment. It is contemplated that 
the overwhelming portion of participants in this system will be in- 
volved in duties outside the United States. This section also conH 
tains the language which provides that for participating employees 
whose career the Director adjudges to be qualifying, for this system 
after 15 years of service may elect to remain as participants without 
further review or approval by the Director. . 

The standards laid down by this section emphasize the tact that 
this retirement system is authorized only for Central Intelligence 
Agency employees whose careers are predominantly concerned with 
the conduct and support of intelligence activities in foreign countries 
The fact that this retirement system will cover only a portion ol tne 
Central Intelligence Agency employees is underscored by the limita- 
tion contained in section 236 of the bill, which provides that al 
retirements under this legislation, except for disability, will be hmitec 
to not more than 400 during the 5-year period between the enactmenj 
of the bill and June 30, 1969. 

Annuitants , 

Section 204(a). Coverage of term “annuitants.”— This section pro! 

Tides that annuitants shall be all participants who are receiving 
annuities from the fund, including the surviving wives and husbands" 

S. Eept. 1589, 88-2 -2 
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widows, children, and others who shall become entitled to annuities 
in accordance with the provisions of the act. 
otatimti Section 204(b). Definition of certain terms. — This subsection defines 
o 1 ni 1 in i_ t | ie f 0 H 0W i n g terms for the purposes of the act: 

1 (1) “Widow” meaning the surviving wife of a participant who 
was married to the participant at least 2 years preceding death 
or is the mother of children by marriage to the participant. 

(2) “Dependent widower” meaning the surviving husband who 
was married at least 2 years immediately preceding the death of 
the participant or is the father of children by marriage to her. 

In addition, he must be incapable of his self -support for reasons 
of mental or physical disability and must have received more 
than one-half of his support from the participant. 

(3) The term “child” has been defined as the same as set forth 
in the Civil Service Retirement Act, which includes generally an 
unmarried child under 18 or, in the case of a child between ages 
18 and 21, who is a full-time student. 


STATINTL 


STATINTL 


PART B COMPULSORY CONTRIBUTIONS 

ecnon zi i (a) . Salary deduction of 6}{ percent. — This subsection pro- 
vides that 6 percent of the basic salary of each participant shall be 
contributed to the fund for the payment of benefits to the retirement 
system. In addition, it is provided that there shall be contributed 
to the fund from the appropriation used for the payment of the 
participant’s salary a sum equal to the amount of the contribution. 
These two amounts will be deposited by the Agency to the credit of 
the fund. 

) Section 211(b). Compulsory nature of deduction. — This subsection 
provides that each participant shall be deemed to consent and agree 
to the 6 ^-percent contribution which will be deducted from his basic 
salary. 

PART C — COMPUTATION OF ANNUITIES 

This section establishes the rate of annuities payable to participants 
and to_ specified beneficiaries under the retirement system. 

Section 221 (a) . Retirement rates for retired participants. — This sub- 
section provides for the method of computing the retired pay for 
persons who retire under the system established in the bill. The 
annuity provided is that the retired participant will receive 2 percent 
of his average basic salary for the highest 5 consecutive years, multi- 
plied by the number of creditable years of service not to exceed 35 
years. The maximum, therefore, which a participant could receive 
would be 70 percent of his highest 5-year average salary. 

Section 221 ( b ) . Reduced annuity to provide benefits for survivors of 
etired participants. — This subsection sets forth the authority under 
, which a retired participant may elect to receive a lesser amount of 
retired pay in order to provide an annuity for the surviving spouse. 
This section provides that a participant may, if he elects, provide for 
an annuity for his surviving spouse by having the participant’s 
annuity reduced by 2% percent, up to $3,600, plus 10 percent for any 
amount over $3,600. The annuity payable to the surviving wife or 
husband after the participant’s death will be 55 percent of the par- 
ticipant’s annuity. Such an annuity would terminate on the death 
or remarriage of the surviving wife or husband. 
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Section 221 (c)(1). Additional annuity for surviving children. — ThiB ?• 

subsection provides that where an annuitant dies and in addition to 
surviving wife or husband there are also children, there will be paid otHOT 
behalf of each child the smallest of the following amounts: 40 percentB ’ 
of the annuitant’s average basic salary; 8600; or $1,800 divided by th^Cg 
number of children. 

Section 221 (c) (2) . A7inuities where only children survive. — This sub-BJU. 3BB 
section provides that where an annuitant dies and is survived b;^Fpl ABB 
neither a wife nor a husband, but by children, each child shall be paic^t® ‘ r jKfBj 
an annuity in an amount equal to the smallest of: 60 percent of th^K^ 
annuitant’s basic salary divided by the number of children; $720; ol * ' ™* 

$2,160 divided by the number of children. 

Section 221 ( d ) . Redetermination of annuities in case of death. — ThiB^t' 9RH 
subsection provides for a recomputation of the annuities of remainincB?y BflB 
children as though the wife, husband, or child had not survived tliB 
participant in cases where either the surviving wife or husband dies oiB r‘. ‘ a^jSp 
the annuity of a child is terminated. 

Section 221(e). Method of payment for children’s annuities. — TliiByu. ■■ 

subsection provides for the method of payment and termination ofi f , --' v 
annuities for children under the act. 

Section 221 (/) . Authority for survivor benefits for unmarried partici^m^h :w|H 
pant. — This subsection provides that unmarried participants jBH 

elect to roceive a reduced annuity in order to provide an annuity for iB^.' r JjMH 
person having an insurable interest within the meaning of that term aA9 «BH 
set forth in the Civil Service Retirement Act. The annuity of th<fipf^ :: f';JPB|j 
participant would be reduced in the following manner in order t(Ki| ||||H 
provide a survivorship annuity. It would be reduced: (1) by 
percent; and (2) by an additional 5 percent for each 5 full years thBo® AjH 
person designated is younger than the participant, but the total rcBs? , '■ ■ 
duction will not exceed 40 percent. The annuity of the survi voBpt 3BBH 
designated would be 55 percont of the reduced annuity of th^Hf V jfiB| 
participant. 

PART D BENEFITS ACCRUING TO CERTAIN PARTICIPANTS 

Retirement for disability or incapacity — Medical examination — RecoverfR^ jjMBj 

Section 231(a). Retirement for disability. — This subsection provideBy 6, w 
that after 5 years of credit toward retirement, excluding military oB v * % 
naval service, any participant who becomes totally disabled becausBjt’ ‘ 
of disease, illness, or injury, upon application or order of the DircetorBjA 
may be retired. The retired pay would be computed on the basis nBj^.viajlflgj 
the annuity earned as of the time of retirement for disability. 
effect, it would be based on 2 percent of the “highest 5-year” avoragB^Jw^^m 
salary multiplied by the number of years of creditable service comBIIII^^Bil 
pleted as of the time of retirement. This subsection contains a further 
provision that if the disabled annuitant is under age 60 and had com- 
pleted less than 20 years of service, his annuity will be computed on 
the assumption that he had completed 20 years. There is the further 
proviso, however, that the additional constructive service will in no 
case exceed the difference between the participant’s age at the time of 
retirement and age 60. For instance, if a participant became disabled 
at age 55 and had completed only 14 years of creditable service, his 
total service under this provision would be 19 years: 14 plus 5, the 
difference between his actual age and age 60. 
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I Section 231(b). Authority for medical examination. — Tins subsection 
provides that in each disability case the participant will be examined 
by one or more qualified physicians designated by the Director and 
the disability shall be determined by the Director on the basis of such 
medical advice. Furthermore, unless the disability is permanent, 
there shall be annual medical examinations until the annuitant reaches 
the statutory retirement age for his grade which as elsewhere in the 
bill would be age 60 for those below GS-18 and age 65 for those in the 
grade of GS-18 or above. This subsection further provides for 
reinstatement where the annuitant has recovered to the extent he can 
return to duty. Payment of the annuity in cases of recovery will 
continue until 6 months after the date of examination showing recovery 
or until the date of reinstatement in the agency, whichever is earlier. 

Section 231 (c) . Retirement status of recovered disability annuitant . — 

[This subsection provides that where a recovered disability annuitant 
whose annuity is discontinued is not reinstated in the Agency he will 
be considered to have been separated as if he were a. deferred annuitant, 
that is, one who is separated from the Agency but leaves his contribu- 
tion in the fund with the right to receive an annuity computed on his 
earned service at age 62. 

Section 231 (d) . Exclusion of disability annuity where compensation is 
awarded under the Federal Employees Compensation Act. — This sub- 
section provides that there will be no annuity under the terms of this 
act for compensation or injury where there is compensation awarded to 
the participant under the Federal Employees Compensation Act cover- 
ing the same period of time. This restriction does not bar the right 
of election to receive either an annuity under the terms of this act or 
the benefits under the Federal Employees Compensation Act. 

Section 231(e). Right to receive disability annuity plus lump-sum 
award of compensation under Federal Employees Compensation Act . — 

This subsection provides that the right to receive an annuity will not 
be affected because a person has received a lump-sum payment award 
under the Federal Employees Compensation Act. It is further pro- 
vided, however, that there will be refunds of the lump-sum compensa- 
tion to the Department of Labor where the compensation has been 
paid for any period extending beyond the date the annuity becomes 
effective. 

Death in service 

) Section 232(a). Disposition of contributions where no annuity is 
payable. — This subsection provides that where a participant dies in 
service and no annuity is payable, his contributions with interest 
will be refunded in the order of precedence provided in section 241(b) 
of the act. 

Section 232(b). Annuity for widow of participant. — This subsection 
provides that where a participant has at least 5 years of credit toward 
retirement, excluding military or naval service, and dies before sepa- 
ration or retirement, his widow will be entitled to an annuity equal to 
55 percent of the earned annuity of the participant. It is further 
provided that this annuity will terminate upon death or remarriage 
of the widow. Dependent widowers are also covered for the purpose 
of the annuity under this subsection with the further proviso that the 
annuity to the dependent widower ceases upon his becoming capable 
of self-support. 
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. Section . 282 (c) . Annuity jor children of 'participants. — This subsec- 
tion provides that where the participant, in addition to being survived 
by a wife, is also survived by children, such children shall be entitled 
to an annuity computed in accordance with section 221(c)(1) of this 
act and such annuity or annuities will begin and terminate in 
accordance with section 221(e) of the act. 

' Section 282(d) . Annuity jor children where no parent survives. — This 
subsection provides for an annuity for children where there is no 
surviving parent. In cases, where a participant dies in service having 
met. the minimum 5 years of qualifying service for purposes of survivor 
rights, the children’s annuities would be computed in accordance with 
section 221(c)(2) of the act. 

Voluntary retirement 

Section 288. This section provides that any participant in the new 
retirement system, upon reaching 50 years of age, and having completed 
20 years of service, may upon his application and with the consent of 
the Director, be retired from the Agency and receive an annuity 
based on the 2-percent formula discussed elsewhere in this report. 
It is further required that of the 20 years of service, 10 years must 
have been with the Agency, with at least 5 years being qualifying 
service. J B 

Discontinued service benefits 

Section 284(d). Deferred annuity benefits jor participants separated 
from,' Agency after 5 years. This subsection, in effect, provides that 
participants who have completed 5 years of service with the Agency 
and are separated may elect to leave their retirement contributions in 
the fund and thereby become qualified to receive an annuity at age 62 
based on his annuity credit earned while with the Agency. T his 
language conforms to existing civil service provisions. 

Section 284(b). Return of contributions for participants who die 
before reaching age 62. — This subsection provides in the case of partici- 
pants who were separated from the Agency and who have elected to 
have their contributions remain in the fund for the purpose of re- 
ceiving. an annuity at age. 62, and who die before reaching age 62, 
there will be a return of their contributions with interest in accordance 
with the order of precedence contained in section 241. 

Mandatory retirement 

) Section 235(a). Mandatory retirement based on length of service . — 
This subsection would authorize the Director in his discretion to 
retire a participant who either has completed 25 years of service or 
who is at least 50 years of age and has completed 20 years of service, 
provided that all such participants will have completed at least 10 
pears of service with the Agency, of which at least 5 years must have 
leen qualifying. 

) Section 285(b). Mandatory retiremend based on age. — This subsection 
provides that all participants in the retirement system in the grade 
DS— 18 and above will be automatically retired or separated from 
the Agency , as the case may be, upon reaching age 65 . All participants 
below the grade of GS 18 will be automatically retired or separated 
upon reaching age 60. In all cases, however, the Director may extend 
the service of a participant for a period not to exceed 5 years. 
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STATINTL Limitation on number of retirements 

Section 236 . — This section provides that all retirements under the 
I"SB|M)rovisions of the bill, except those for disability, may not exceed a 
t ^ ■' ot sl i 0 f 400 between the date of enactment of the act and June 30, 

ifS #^ 8969 , and may not exceed a total of 400 during the 5-year period, 

^^^^^^Hieginning July 1, 1969, and ending June 30, 1974. 

|| * ;j e DISPOSITION of contributions and interest in excess of 

RECEIVED 

i r 1 ■ jdm&Section 2/f (a) . Return of contributions with interest for participants 

IS ' ( mmndirnble for any annuity'.— The subsection provides that whenever 

|| } SK participant is separated from the Agency without being eligible for 

| * ’’ ^Kither an immediate annuity or a deferred annuity, his contributions 

1 1 f T . the fund will be returned with interest at the rates set lorth tor 

funds under the civil service system. 

|i | | £uf{ Section 241(b). Return of contributions for deceased participants.— 

il ! «PHrhis subsection provides that in the event the total contributions ot a 

II ! : = ^Hretired participant exceed the total amount returned to him or claimed 

,J H •* • yJBth rough him in the form of annuities, there will be a return ot the 

l| i C #*jHexcess contributions over the amount of the accumulated annuity 
% ; f ■ ^■payments to certain designated beneficiaries described in tins 

^^^^^^^^Hsubsection 

PART F- — PERIOD OF SERVICE FOR ANNUITIES 

^^^^^^^^Computation of length of service 

|| i I Section 251. Periods of separation for retirement purposes— This 

.lit section provides that the service of a participant wall be computed 

, | r 1 ,'jMfrom the date ho is designated a participant, but further that all 

I t l “ V , * Wperiods of separation will be excluded along with any leaves ol absence 
-| l f , tel without pav exceeding 6 months, except for leaves of absence granted 

ll^WMparticipants while on active military or naval service and except 101 
1 £ ' leaves of absence while receiving benefits under the F ederal Employees 

Compensation Act. 

Prior service credit 

* r t Section 252(a). Credit for prior service in Federal Government, civilian 

' ‘ , ’ Bor military. — Tliis subsection provides that a participant m the 

»•"' .kT* retirement system may include in his period of Federal service! 

„,T *?,. ( 1 ) Civilian service in the executive, judicial, and legislative 

branches of the Federal Government and in the District of 
Columbia government, prior to becoming a participant; and 
(2) Active and honorable military or naval service m the Army, 

Navy Air Force, Marine Corps, or Coast Guard of the United 
States prior to the date of the* separation upon which title to. 
annuity is based. 
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I Section 252(b). Necessity for contributions for past service.— This 
ibsection provides, in effect, that any participant who has made no 
ontribution into another Government fund may receive his prior 
dvilian credit by making a special contribution to the fund based on 
,he percentage of his annual salary for the years involved, together 
vith the payment of interest as specified in certain tables contained 

n the Civil Service Retirement Act. _ 

Section 252(c)(1). Transfer of previous contributions.— i his subsec- 
don provides that whore a participant who has been under some other 
government retirement system becomes a participant by direct transfer 
ii s contributions to that system will be transferred to the new Central 
Intelligence Agency Retirement Fund. . It is expected by the com- 
mittee that in the interest of maintaining the integrity of the fund the 
matching employer contributions will likewise be transferred. 

Section 252(c)(2). No duplication of contributions— This subsection 
contains explicit language to avoid any requirement for the duplica- 
tion of contributions where the participant contributed under another 
government retirement system during periods of past service and 
where such contributions have been transferred to the new fund. _ 
Section 252(c) (3) . Exclusion in case of refund of contributions.— ! his 
subsection provides that periods of past service will not be creditable 
where there has been either a refund of the contributions or where no 
contributions were made to the other government retirement fund. 
Special contribution would be required to obtain credit lor prior 

service. . , , 

Section 252(d). Exclusion of credit for prior service where such service 
is creditable under another Government retirement system for civilian 
personnel— This subsection excludes the crediting of prior civilian 
service for the Central Intelligence Agency retirement system where 
any period of this service either is being used or will be used tor 
entitlement to an annuity under any other retirement system covering 
Government personnel. 

Section 252(e). Exclusion of simultaneous credit under military ema 
Agency retirement systems. — This subsection provides, in enect, that 
except for retirement under the so-called reserve retirement law con- 
tained in chapter 67, title 10, United States Code, and retirement 
based on a service-connected disability incurred in combat or caused 
by an instrumentality of war, periods of service used for military 
retired pay will not be included as creditable periods of service under 

the system contained in this bill. _ ; . 

Section 252(f) . Exclusion of military service used for entitlement to 
social security benefits— This subsection, conforming to the civil 
/service provisions, provides, in effect, that military service tor the 
purpose of the retirement system contained m this bill will not be 
creditable where performed after December 31, 1956, if the military 
service could be used for entitlement to social security benefits. 
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Credit for service while on military leave 
Section 258. — This section provides that during periods of emer- 
gency, participants who leave the Central Intelligence Agency for the 
k6 purpose of entering military service will not be considered as separated 
from the Agency by reason of military service unless they ask for and 
receive a refund of their contributions. Furthermore, contributions 
will not be required covering periods of absence from the Agency while 
performing active military or naval service. 

PART G MONEYS 

iimate of appropriations needed 

Section 261 . — This section provides that the Director shall prepare 
the estimates of the annual appropriations required to be made to the 
fund, and shall cause to be made actuarial valuations of the fund at 
intervals of 5 years, or oftener if deemed necessary by him. 

Investment of money in the fund 

Section 262. This section provides that the Director may, w T ith the 
approval of the Secretary of the Treasury, impest from time to time in 
interest-bearing securities of the United States such portions of the 
fund as in his judgment may not be immediately required for the pay- 
ment of annuities, cash benelits, refunds, and allowances, and the 
income derived from such investments shall constitute a part of such 
fund. 

Attachment of moneys 

Section 268. — This section provides that none of the moneys men- 
tioned in this act shall be assignable either in law or equity, or be sub- 
ject to execution, levy, attachment, garnishment, or other legal process. 

PART H RETIRED PARTICIPANTS RECALLED, REINSTATED, OR REAP- 

POINTED IN THE AGENCY, OR REEMPLOYED IN THE GOVERNMENT 

| Recall 

Section 271(a). Authority tor recall. — This subsection provides that 
• the Director may, with the consent of any retired participant, recall 
such participant to duty in the Agency whenever he shall determine 
such recall is in the public interest. 

1 _ Section 271(b). Entitlement to lull salary upon recall. — This subsec- 
tion provides that a participant recalled to duty will be entitled to 
the full salary of his grade in lieu of his annuity and that during the 
periods of employment he shall contribute to the fund and when he 
reverts to a retired status have his annuity recomputed. 

Reemployment 

I Section 272. Retired status no bar to Federal employment. — This sec- 
tion provides that a retired participant shall not be barred from em- 
ployment in the Federal Government by virtue of his retired status. 
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leemployment compensation 

Section 273(a). Deduction of annuity from salanj. — This subsection 
provides that where an annuitant is reemployed in the Federal Gov- 
ernment he shall be entitled to the annuity payable under this act, 
jut there shall be deducted from his salary a sum equal to the annuity 
illocable to the period of actual employment. The effect of this 
provision is to require an annuitant to offset his retired pay during 
periods when he is reemployed by the Federal Government. 

Section 273(b). Method of collecting overpayments. — This subsection 
provides where there is overpayment under the reemployment pro- 
visions such overpayment will be recovered by withholding the amount 
Involved either from the salary of the annuitant or from any other 
roneys, including his annuity payable under this act. 

PART I VOLUNTARY CONTRIBUTIONS 

Section 281 (a) . Method oj making voluntary contributions. — This sub- 
section provides that any participant at his option may voluntarily 
make additional contributions toward his retirement in multiples of 
1 percent, not to exceed 10 percent of his basic salary, together with 
interest compounded annually at 3 percent. This subsection further 
provides that the contributions as of the date of retirement of the 
participant, and at his election, may be either returned to him in a 
lump sum, or used to purchase additional life annuities as specified 
in the subsection. 

Section 281(b). Actuarial equivalent benefits. — This subsection pro- 
vides that the benefits for the additional life annuities provided in 
281(a) (2) (3) and (4) shall be actuarially equivalent in value to the 
payment provided for under the lump-sum provision contained in 
section 281(a)(1). 

Section 281(c). Refund of voluntary contributions —This subsection 
provides for the refund of the additional deposits with interest where 
the participant becomes separated from the Agency for any reason 
except retirement on an annuity. 

Section 281(d). Additional benejits provided by additional deposits . — 
This subsection provides that any benefits payable to a participant or 
his beneficiary by virtue of the additional voluntary deposits shall be 
in addition to the benefits otherwise provided under this act. 


l(6)j PART J— COST-OF-LIVING ADJUSTMENT OF ANNUITIES 

Section 291 . Required retired pay adjustment based on increases in 
1 the cost of living. — This section and the various subsections contain 
language similar to that now in effect for annuitants retired under the 
civil service retirement system. Under this section annuitants or 
their beneficiaries will be entitled to an increase in their annuities 
whenever the cost of living advances annually at least 3 percent, as 
measured by the Consumer Price Index. These increases would be 
based on determinations made by the Civil Service Commission pur- 
suant to section 18 of the Civil Service Act. In effect, if the price 
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index rises at least 3 percent from January 1964 to January 1965, 
annuitants or their beneficiaries, effective April 1, 1966, will be entitled 
to a percentage increase equal to the percentage increase in the price 
index adjusted to the nearest one-tenth of 1 percent. This review 
will be repeated annually. 

Comparative Analysis of Bill 

The analysis hereinafter printed sets forth the pertinent provisions 
of the bill, together with the comparative provisions contained, in 
the Civil Service Retirement Act and the Foreign Service retirement 
system. 
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Departmental Data 

Set forth below is a letter from the Acting Director of the Central 
Intelligence Agency transmitting proposed legislation for improving 
the retirement system for certain, employees of the Central Intelli- 
gence Agency. 


Central Intelligence Agency, 

Office of the Director, 
Washington, D.C., March IB, 1963. 

Hon. Lyndon B. Johnson, 

President of the Senate, 

Washington, D.C. 

Dear Mr. Johnson: This letter transmits for the consideration 
of the Congress proposed amendments to the Central Intelligence 
Agency Act of 1949, as amended. The principal purpose of the pro- 
posed bill is to permit the Agency to improve its retirement program 
by authorizing the establishment of a- retirement system corresponding 
to that of the Foreign Service. It should be noted that it will become 
necessary for appropriations to be obtained since the contributions 
of employees covered by the retirement system and the Agency’s 
matching contributions will not be sufficient to cover the full cost 
of retirement payment benefits to bo paid out. Although such 
appropriations may not be needed to finance cash disbursements 
for some years, it is expected that such appropriations will be sought 
after that time when actuarial valuations have been made. _ 

Other provisions of the proposed bill would bring existing provisions 
of law in the field of travel expenses and oversea allowances into con- 
formity with those available to the Foreign Service. Certain other 
provisions are included in the proposed bill to accomplish purposes 
which we believe necessary. 

We consider enactment of the proposed bill to be essential to tne 
effective performance of our mission and would appreciate early and 
favorable consideration. The Bureau of the Budget had advised that 
there is no objection to the presentation of the proposed bill to the 
Congress from the standpoint of the administration’s program. 

Faithfully yours, 

Marshall S. Carter, 

Lieutenant General, U.S. Army, Acting Director. 
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